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LOST ACCESSIBILTY 


N Appraisal Bulletin 6 published in 1942, the depreciating effect of inaccessibility 

was the subject, and an actual appraisal of a small residential property was in- 

cluded, Accessibility is the basic determinant of locational advantages which in 
turn create value, 


The downtown store which is accessible to a large volume of passing pedestrians 


whose purchasing potential for the product sold is high, has high locational advantages 
and, therefore, high land value, 


The importance of accessibility is self-evident and it requires little argument to 
demonstrate that the property which is completely inaccessible has no value because 
its utility is impossible, The illustrative projects such as the mythical office building 
in the desert and the deserted mining town have capacity only, without utility, because 
of inaccessibility, 


Many properties with less than complete inaccessibility have their accessibility 
curtailed with lowered utility and, therefore, limited value, We have taken from our 
files an appraisal of a property, made in 1942, with partial utility caused by curtailed 
accessibility, This property appraised was located in a southern city of medium size 
and was specially designed and built in 1925 as a medical arts building for the tenancy 
of the medical profession (doctors and dentists) exclusively. 


The property was located on an arterial trafficway running from the better-type 
residential developments in the city to the downtown district, but was outside the dis- 
trict and about three to four blocks from the centers of activities within the district 
itself, This location, when the property was built, was considered high class for its 
proposed use as a medical arts building, although it would have been considered a 
poor location for exclusive commercial office space use, 


This building had splendid occupancy and office rents sufficient to justify its 
construction at the time of construction, although the tenants occupying the seven 
stores on the ground floor were of the type which seeks space away from the high 
rental retail section and whose volumes of business are not secured from the shopper 
passing the property. In fact, the pedestrian traffic at the location had always been 
quite meager, 


The main building consists of an eight-story brick office building with reinforced 
7 concrete interior, divided into offices on the seven upper floors, which are served 
by three passenger elevators of Otis make, Separated by a five-foot passageway and 
located at the rear of the lot is a two-story brick garage with reinforced concrete 


127 




















interior having a capacity for storage of 100 cars on the two floors, which are con- 
nected by a ramp, 


The construction of both buildings is substantial and of good quality, and both 
buildings are of good architectural design and treatment, 


The main office building has a cubic content of 1,089,500 cubic feet, and the garage 
has a cubic content of 351,800 cubic feet, The reproduction cost in June 1942 was 
$716,700, The land was estimated to have had a value of about $350 per front foot, 
or $52,300. As shown on work sheet III, the maximum value of the property was 
$769,000 in June 1942, 


In 1935 a marked changé took place when a large medical center on the same 
trafficway was built about a mile farther away from the downtown district, This 
center comprised the construction of five private hospitals, The two larger hos- 
pitals of the group, built by two of the more prominent religious denominations, 
provided office space for staff doctors, Smaller office buildings were added to this 
center in the years following, and the competition of this medical center had a con- 
tinuing adverse effect by attracting tenants away from the building appraised, 


In June 1942, when this property was appraised, it was found that only 48 per cent 
of the rentable space was rented to the medical profession, 12 per cent was rented to 
commercial tenants, and 40 per cent of the rentable office space was vacant, There 
had been a constant exodus of doctors from the building with a much smaller increase 
of commercial tenants, 


This transition from a medical to a commercial office building had a very adverse 
economic effect on this property, Apparently the doctors remaining in the building 
resented the advent of commercial tenants, The commercial tenants, because of the 
relatively poor location as a commercial office building, sought lower and lower 
rents; the doctors remaining in the property asked for lower rents on the basis of 
comparison of like space rented to commercial tenants, 


After a study of this property it became our conclusion that the property would 
never regain its former status as a medical building but, on the contrary, would 
continue to lose its doctor tenancy to the competing medical center, At the same 
time the tenancy which would be attracted to the property appraised would be those 
tenants who would be satisfied with an off location at sub-normal rents, 


Work sheets III and IV are given on the opposite page, These sheets give the 


appraisal of the property from cost and from income, respectively. Work sheets 
I and II have been omitted, 


The pattern of future net income from the property is given on work sheet IV, 
The store space was estimated at 95¢ per square foot and the office space at $1.35 
per square foot, The garage space was estimated to have an annual net income of 
$1,200 before taxes and insurance, The future effective gross income used was 
$13,500 above the actual gross income in 1942, From this future level of rents a 
value of $221,000 was estimated when capitalized at rates of 7 per cent on the land 
and 8 per cent on the improvements, using a remaining economic life of 30 years 
for the improvements, The loss in income until present net income reached the 
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estimated future level (estimated at four years) gave a present loss in present value 
of $22,500, or an estimated value of $198,500 after alterations are made to convert 
the property from medical to commercial tenant use (estimated at $28,500). 


As noted, an appraised value of the property of $170,000 was obtained from in- 
come, This same value was obtained by the cost approach given on work sheet III, 
The following summarizes the deductions made from maximum value in estimating 
this value: 


Valeo of land ....ccscceceee Oe 
Reproduction cost of improvements .......cce0.:<.ccsoee _ 116,700 
OT 





Deductible Loss in Value 
I, Depreciation 








Deterioration .......ccccseseeee 20.0% - $179,000 
Obsolescence ,.... aoe ell 
Relative inaccessibility .... 39.5 - 283,200 
Total loss of depreciation . 69.5 - $498,000 





Value (before loss from excessive taxes) $271,000 
II, Excessive Taxes 
Present assessment $427,500; taxes $12,905 
Corrected assessment $213,750; taxes $6,450 
Loss from excessive taxes $6,455 @ 11.258 = _$ 72,500 
BI i cccaisensinniiic eee es 
Cost of alterations.,,........ SL 
DERE GIBOE VOI cisccvrccoccvercccecsees ee 











It is evident that the greater part of total depreciation must result from the inac- 
cessibility of the property which developed through the transition from a medical to a 
commercial office building, 


The loss in value due to excessive taxation is not classed as permanent deprecia- 
tion, but is a loss which results from an assessed value of more than twice the worth 
of the property. It is considered improbable that the taxing authorities will correct 
this excess because generally assessments are made on a brick and mortar basis, and 
such an economic loss as inaccessibility is usually ignored, 


a £3. Kieaa A 
A. B. KISSACK, M. A. I. 























